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JURISDICTION AND PROCEEDINGS BELOW
The Utah Court of Appeals has jurisdiction pursuant to
Utah Code Annotated §78-2a-3
"The

Court

of Appeals

(2)(j) (sup. 1989) which states,

has Appellate

jurisdiction,

including

jurisdiction of interlocutory appeals, over: cases transferred to
the Court of Appeals from the Supreme Court."

The District

Court entered a final decree on holding Appellant John E. Mattson
(hereinafter "Mattson") liable for over $979,600.00 in consequence of a default under a lease agreement with PlaintiffRespondent
tial") .

Prudential Capital Group Co.

(hereinafter "Pruden-

The judgment was entered in the Third District Court on

October 28, 1988, and Notice of Appeal was filed on November 28,
1988 by Mattson.
NATURE OF THE PROCEEDINGS
This is an Appeal taken by a Lessee and Sub-lessor of
an aircraft who had judgment taken against him for in excess of
$979,600.00.

The judgment amount is claimed by the Appellant to

be excessive in that it is not reduced for the sale price of the
aircraft, which had been returned to the Lessor, nor further
reduced to net present value.

The amount of the damages awarded
2

constitutes an inappropriate punitive damage.

Appellant further

contends that an award of $19,000.00 in property taxes from the
Sub-Lessee to the Appellant as Sub-Lessor should have been made,
instead of the lower Court's decision awarding the $19,000.00
from the Sub-Lessee directly to Lessor.

There was no privity of

contract between the Sub-Lessee and the Lessor.

Finally, the

Appellant contends that it was error to enforce only a portion of
the agreement between the parties (the $19,000.00 property tax
award) and to not go forward and enforce the balance of the
agreement between the parties

(entitling the Appellant to the

payment of $315,363.42 from the Sub-Lessee).
ISSUES ON APPEAL
1.

Did the lower Court err in awarding Judgment for

the entire amount of all future lease payments four years in the
future, after the aircraft had been returned to Prudential, and
when proof was presented that the correct present balance owing
was $315,363.42?
2.

Did

,
the

lower

Court

err

in

inappropriately

awarding $19,000.00 property tax from Key directly to Prudential?

3

3.

Should the lower Court have awarded Mattson cross-

judgment against Key Airlines for $315,363.42.
STATUTES CITED
Utah Code Annotated §78-2a-3(2)(j):
(2) The Court of Appeals has Appellant
jurisdiction,
including
jurisdiction
of
interlocutory
appeals,
over:
(j) cases
transferred to the Court of Appeals from the
Supreme Court.
STATEMENT OF THE CASE
1.

John E. Mattson is an individual residing in the

State of Utah.
the

Defendant

He is the Appellant in this proceeding and was
and

Third-Party

Plaintiff

in the

case below.

Prudential Capital Group, Co. was the Plaintiff below, and loaned
money so a transaction could take place involving Prudential,
Mattson,

and

Key Airlines.

Key Airlines was a Third-Party

Defendant below, and sold the airplane which was the subject of
th&

lawsuit

below.

Mattson,

Prudential,

and

Key

Airlines

(hereinafter "Key") entered into a transaction in which Key sold
an aircraft to John Mattson which was financed by a lease through
Prudential and funded by a lease back through Key.

The transac-

tion was documented as a sale between Key and Prudential, a lease
4

from Prudential to Mattson and a sub-lease back between Mattson
and Key Airlines.
2.

(See Defendant's Exhibits 24, 29 and 30)

Prior to the execution of any loan transaction and

lease documents, there were meetings and negotiations between the
parties.

An agreement was reached between the parties on all

essential terms to the various documents.

During these negotia-

tions Mattson was represented by counsel.

As an accommodation to

the other parties, Mattson agreed to fly to Montana to close the
transaction.

(See Defendant's Exhibit 43.)

The trip to Montana

was at the suggestion of Key in order to avoid sales taxes in the
State of Utah.

All parties flew to Montana in the aircraft which

was the subject of the transaction in order to close the loan,
purchase and lease.
3.

Upon arriving in Montana, the Appellant discovered

that the loan documents were not written in accordance with the
parties prior agreement.

(See Defendant's Exhibits 24, 29 and

3 0.) Mr. Mattson complained about this and the Court below found
that notwithstanding the provisions of the lease agreement, Key
did promise to pay for property taxes and that Mattson relied
upon this promise in executing the loan agreements and that Key
5

would be liable for the payment of the taxes.

(See Defendant's

Findings of Fact and Conclusions of Law.)
4.

Mattson

signed

the

loan

closing

documents

and

lease agreement with the understanding that they stood only for
the proposition that the loan/lease was being closed in the State
of Montana to avoid Utah sales taxes, and not for the full
statement of agreement between the parties.
Exhibits 24, 29 and 30.)

(See Defendant's

After the return to Utah, the sublease

between Key and Mattson was not rewritten, in spite of Key's
promises to do so.

(See Defendant's Exhibits 24, 29 and 3 0.)

The material terms, which were not revised, but which Mattson
insisted
included:

on

being

included

within

the

sublease

documents,

(1) an agreement to pay for property taxes (which the

lower Court found to be the case) , (2) an agreement to renew a
lease of the aircraft for an additional twenty-five months (which
was also shown in Defendant's Exhibits 28 and 10), or alternatively,

(3) grant to Mattson $510,750.00 in trade allowance.

(Defendant's Exhibit 10)

Key refused to do any of these things

but was ultimately found liable for property taxes by the lower
Court.

(See Defendant's Findings of Fact and Conclusions of
6

Law.)

The lower Court did not, however, enforce the other terms

of the same oral agreement which Key made at the closing with
Mattson.
5.

Key did not renew its sublease, which caused a

default in payments to Prudential.

Mattson was unable to make

payments to Prudential because his financial condition would not
and never could have permitted him to do so.

Mattson was not

qualified for the lease of the aircraft from Prudential without
the guaranteed sublease from Key.

(Deposition of Andy Barfus)

When Key Airlines would not renew their lease, Mattson was in a
position that he had to default on the lease payment.
6.

Mattson had made deposits with Prudential at the

time of the loan closing.
result, all payments

(See Defendant's Exhibit 34.)

to Prudential

As a

that were then due were

satisfied by applying the deposits at the time Prudential sold
the aircraft.

Prudential did sell the aircraft and realized

$259,772.00 from the sale.
7.
Prudential

(Defendant's Finding of Fact No. 13)

Notwithstanding

prior

to

any

the

return

technical

of the

default

under

aircraft to
the

lease

agreement, and notwithstanding the sale by Prudential of the
7

aircraft, the Court below awarded Prudential the total sum of all
future lease payments on the returned aircraft for several years
in the future according the acceleration clause in the lease
agreement.

(See Plaintiff's Exhibit

3.)

Mattson presented

proof, which was unrefuted below, that the correct remaining
balance of the future payments reduced to present value owed to
Prudential was $315,363.42.

(Defendant's Exhibit 44)

Notwith-

standing this, the lower Court entered judgment for in excess of
$979,600.00, which judgment included lease payments four years on
the future, unreduced to present value, and not accounting for
Prudential's retaking and selling of the airplane on which they
were charging rent.

(Defendant's Exhibit 44)
SUMMARY OF THE ARGUMENT

The lower Court erred when it awarded as a judgment
against

the Appellant

the total

of all

future lease

payments that would ever come due under the lease.

The aircraft

had been returned to the Lessor.

amount

The Lessor sold the aircraft

and received approximately $250,000.00 from the sale.

To then

award the total amount to the Lessor of all future lease payments

8

without reduction to net present value, constituted an inappropriate punitive damage.
The lower Court inappropriately awarded a $19,000.00
property tax payment directly from the Sub-Lessee (Key Airlines)
directly

to

Appellant's

Lessor

(Prudential).

privity of contract between these two entities.

There was no
The award should

have been made by the lower Court directly to the Appellant, the
Sub-Lessor.
The lower Court erred in enforcing only a portion of
the agreement between the parties (for the property tax payment)
and

not

enforcing

the balance

of the

agreement

parties (lease renewal and/or trade in allowance).

between the
The value to

the Appellant of enforcing the balance of the agreement between
the Appellant and the Sub-Lessee would equal the amount of the
appropriate calculated damage under the lease with Prudential.
ARGUMENT
THE LEASE ACCELERATION CLAUSE INVOKES A PENALTY UPON MATTSON
AND IS UNENFORCEABLE
Rent acceleration clauses have been held to be unenforceable as penalties and not allowances for liquidated damages.
9

In Paragraph
states:

15 of the Prudential

"Upon the happening

lease agreement the lease

of any one or more events or

conditions of default, Lessor [Prudential] shall have the right,
in Lessor's sole discretion, to exercise any one or more of the
following remedies: (a) to declare all unpaid rentals immediately
due and payable and to recover the balance of rent and charges
reserved under this Lease; (b) to sue for all rentals due under
this Lease as they

shall accrue."

This clause purports to

liquidate the damages in the event that Mattson was to default on
the lease.

The United States Supreme Court in emasculating an

acceleration clause states:
"Considering the time which the
lease here involved had to run,
nothing else appearing, it seems
plain enough that the real design
of the challenge provision was to
ensure to the Lessor preferential
treatment . . . The amount thus
stipulated is so disproportionate
to any damage reasonably to be
anticipated in the circumstances
disclosed that we must hold the
provision is for an unenforceable
penalty."
Kothe v. Taylor Trust. 280 U.S. 224, 226-27 (1930).

In New York

a tenant failed to pay rent during the month of January, and the
10

landlord sought to collect the entire rent due as a result of
Defendant's default.
ation

clause

as

The landlord relied upon a similar acceler-

seen

in Prudential's

lease.

The New York

Appellate Court stated: "The clause in question was unconscionable and in the nature of a penalty and, therefore, unenforceable."

884 Capital West End Ave. Ct. v. Pearlman, 138 N.E. 458

(N.Y. App. 1922.)

The Second Circuit has also held that acceler-

ation clauses in leases are unenforceable:
"The provision in the lease giving the
landlord the right to recover the total
amount of the rent for the term less the rent
actually paid upon default in any covenant or
condition contained in a lease is
illegal. It is regarded . . . as a penalty.
As a result it is unconscionable and cannot
be enforced."
In re: Barnett. 12 F.2d 73 (2nd Cir, 1926.)

The general rule in

the majority of jurisdictions is that the Plaintiff seeking to
recover damages measured by any damages clause in a lease bears
the burden of showing that the amount fixed was a reasonable
forecast of his damages and also that the damages caused by the
breach are very difficult to estimate accurately.
Clarke, 470 F.2d 1218, 1223 (1st Cir. 1972.)
Coast

Wilson v.

See also Garrett v.

& Southern Fed. Sav. & Loan Ass'n, 9 Cal.3d 731, 108
11

Cal.Rptr. 845, 511 P.2d 1197 (1973); Massy v. Love. 478 P.2d 948
(Okl. 1970); United Wholesalers. Inc. v. A.J. Armstrong Co.P 251
F.2d 860, 863 (4th Cir. 1958); Patterson v. Anderson Motor Co. .
Inc. , 45 Tenn. App.

35, 319 S.W.2d 492

(1958); Atkinson v.

Pacific Fire Extinguisher Co., 40 Cal.2d 192, 253 P.2d 18 (1953);
Stewart v. Basey, 241 S.W.2d 353 (Tex. Civ. App.1951.)
The acceleration clause within the Prudential lease was
not a reasonable forecast of the damages nor is this a case where
actual damages are difficult to estimate.

Several jurisdictions

have put limitations upon accelerations clauses that purport to
be liquidated damage clauses:
"A liquidated damages formula is generally
considered to be fair when it contains two
features: (1) the Lessors expectation for
future rentals under the lease is reduced to
the present value or discounted; and (2) the
Lessee is given credit for depreciation of
savings when the equipment is returned to
Lessor before the end of the lease."
Walter Implement, Inc. v. Focht. 42 Wash. App. 104; 709 P.2d 1215
(1985.)

"Discounting has been recognized as the second operative

element of a fair liquidated damage clause."

United Leasing and

Financing Services, Inc. v. R. F. Optical, Inc.. 10 Wis.2d 488,
309 N.W.2d 223, 27 (Ct. of App. 1981.)
12

See also W. L. Scott,

Inc. v. Modras Arrow Tech, Inc., 103 Id. 736, 651 P.2d 791, 797
(1982.)

Prudential's liquidated damages clause or acceleration

clause is devoid of any attempt to discount or reduce the future
payments to present value in favor of the debtor.
directly

fails

the

necessary

elements

of

a

Therefore, it

fair

liquidated

damages clause.
Generally, damages resulting from a breach of a lease
agreement are not difficult to ascertain.
Prudential

lease

clause

purporting

to

Because of this the
liquidate

damages

is

invalid on its face.
"The actual damages that would be sustained
by the Lessor, in the event of a breach by
the Lessees would not be difficult to
ascertain or prove. There would be little or
no uncertainty in determining actual damages.
Such damages would be the unpaid portion of
the lease and, if the property has been
repossessed, the cost of repossession and
sale, and any deficiencies remaining after
such sale."
American Financial Leasing and Services Company, 322 N.E.2d at
152.

Determining the present value of the lease agreement is the

most equitable evaluation of the damages incurredfc}yPrudential.
In a similar case, the Supreme Court of Maine stated:

13

"Once the contract was breached by failure to
pay an early installment, the Plaintiff was
entitled to recover the present value of the
installment remaining unpaid less the fair
market value of the remaining term [for the
lease]."
Dairy Farm Leasing Co,, Inc. v. Hartley, 395 A.2d 1135, 1140
(Me.1978.)

Other Courts have determined that the present value

of the lease is the appropriate measurement of damages after
striking
clauses.

punitive

liquidated

damage

clauses

or

acceleration

(See, Walter Implement, Inc. v. Focht, 709 P.2d 1215

(Wash. App. 1985): Aim Leasing Corp v. Bar Harbor Airways, Inc.,
499 A. 2d 154 (Me. 1985) and Groendyke Transport, Inc. v. Merchant, 380 P.2d 682 (Ok. 1963.)
The
concluded

the

$315,363.42.

Defendant
present

produced
value

of

documents
the

at

Trial

which

Prudential

lease

to be

This figure most accurately represents the actual

damage incurred by Prudential as a result of the default under
the lease agreement.

To allow Prudential to recover nearly a

million dollars as a result of this lease agreement should shock
the conscience as when compared to the actual present value of
the lease agreement.

The Utah Court of Appeals would be correct

in finding that the Prudential lease acceleration clause is a
14

penalty and not liquidated damages and that Prudential is only
entitled to the present value of the lease which totals
$315,363.42.
II. THE LOWER COURT INAPPROPRIATELY AWARDED THE
$19,000.00 OF PROPERTY TAX PAYMENTS FROM KEY AIRLINES
DIRECTLY TO PRUDENTIAL
The lower Court found that there had been representations made to Mattson by Key at the time he entered into the
agreements with Prudential and Key Airlines.
No. 33)

(Findings of Fact

The lower Court found that it was an enforceable part of

the agreement, although it was not part of the written sub-lease
agreement signed in Montana, that Key Airlines had promised to
pay the property taxes and John Mattson had reasonably relied
upon that promise in entering into the contracts at the closing.
This was a representation and an agreement entered into between
Mattson on the one hand and Key Airlines on the other hand.

The

lower Court, however, awarded the $19,000.00 payment directly
from Key Airlines to Prudential.

Prudential was not the one who

entered into the agreement in reliance upon the promise.
lower Court made no such finding.

The

It is, therefore, an error for

the lower Court to have awarded the $19,000.00 property tax
15

payment directly to Prudential from Key.

The award should have

been made to Mattson.
Ill,

THE LOWER COURT ERRED IN FAILING TO AWARD MATTSON
JUDGMENT FOR $315,363.42 AGAINST KEY AIRLINES
The lower Court reached an inconsistent result.

lower

Court

found

that

there were

oral

representations

The
and

promises made at the time of the closing of the transaction in
Montana that induced Mattson to enter into the agreement.

The

lower Court enforced one of the inducements that was made at that
time,

i.e. property tax payment promises.

representations made at the same time.

There were other

The other representations

including promises of a trade in allowance of $510,750.00 (see
Defendant's Exhibit

10, Defendant's Exhibit 28) were just as

material to the inducement for Mr. Mattson to enter into the
transaction.

In fact, it is illogical to assume that Mr. Mattson

would enter into a transaction involving millions of dollars with
the only oral inducement for that kind of risk at the time of the
closing being an offer to pay the property tax of $19,000.00. It
is unreasonable to assume that was the oral representation alone
that motivated Mr. Mattson to enter into the transaction, when
there were other representations involving as much as $510,750.00
16

also promised at the same time.

The Court should give meaning to

all the intent of the parties, not selectively
parts.

enforce only

Sears v. Riemersma. 655 P.2d. 1105 (Utah 1982), Thomas J.

Peck & Sons, Inc. v. Lee Rock Products, Inc., 515 fl.2d. 446 (Utah
1973).
The lower Court reached an inconsistent result.

Either

there were no oral representations made that were enforceable at
the time of the closing or else they all should be enforced.
They should have either awarded nothing against K^y Airlines or
else they should have awarded to Mattson a judgment for the
entire balance of $315,363.42.
the lower Court erred in this.

It is an inconsistent result, and
The Utah Code of Appeals should

correct the error by awarding to Mattson a cross-judgment for
reimbursement by Key Airlines for the remaining net present value
of the lease totalling $315,363.42.
This is the only reasonable result in this case because
Mr. Mattson was never qualified for the lease.

The transaction

was entered into in reliance upon sub-lease payment from Key
Airlines.

Key Airlines was the funding party from the beginning.

(Deposition of Andy Barfus)

Key Airlines, in light of their
17

failure to renew the lease or allow the $510,000.00 that they had
promised should now be required to pay the remaining balance
owed.

They assumed that risk at the beginning when they entered

into their representations and agreements at the time of the
closing.

The lower Court found that there were representations

and agreements that were material to the execution of the loan
documents.

The Court on appeal should now correct the error and

allow Mr. Mattson to recover fully for the damages that were
sustained as a result of Key's promises, and Key's failure to
keep their promises.
^

* y of ^m^lfA

MADDOX, >ldiLS0Nl & SNUJSEER
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ADDENDUM
AIRCRAFT LEASE

(TO HE USED FOR AIRCRAFT ON NOT MORE THAN 12,500 POUNDS, MAXIMUM CERTIFICATED
TAKEOFF WEICHT.)
This AIRCRAFT*LEASE ("Leased) is entered into the / day of
fats
19/f*A
by and between
Jtd'us
l!Lt.r<&o.<C* *..>
whose address is
u
("Lessor") and KEY AIRLINES, INCORPORATED, SALT
LAKE CITY, UTAH ("Lessee").

RECITALS
A.

Lessor is the owner in fee simple of the following aircraft
(The "Aircraft").

Serial Number:
vc^istration Number:
The Aircraft is equipped with standard accessories and equipmer.: specified by
the manufacturer for such model aircraft and optional equipment as attached on
attachment number
.
D.
Lessor is entitled to lease the Aircraft and desires to lease the Aircraf:
and Lessee desires to hire the Aircraft, on the terms and conditions hereinafter se:
forth.
SOW, THEREFORE, in consideration of the rentals, covenants and agreements here:
Si»t forth, Lessor and Lessee covenant and agree as follows:
1.
Tern: Lessor hereby leases the Aircraft to Lessee, and Lessee hcrebv hire
the Aircraft.from Lessor, for a term commencing on
Ifo v ^
/
, l9j£V, and
ending on (er*^
/
• 19ff 7» unless terminated earlier in accordance with
the terms cfrid provisions hereof.
2.
Delivery: The Aircraft will be delivered to Lessee at
/Ji&\ JT?L<*.6L.
t at the commencement of this Lease. At the time of
delivery, the Aircraft shall be airworthy as determined in accordance with Federal
Aviation Administration ("FAA") standards, and shall have a valid FAA Certificate
of Airworthiness with no outstanding Airworthiness Directives to be accomplished.
Lessee will return the Aircraft to Lessor at the termination of this Lease, at
, in the same condition the Aircraft
was in when received, reasonable wear and tear of ordinary use excepted, absent dnma
or destruction of the Aircraft bv reason of an event described in Section 12 hereof.

Aircratt trom time to time to ocner persons or e n u n e s on duui i c i ^ «..« wv..wA w*v,,ia
as Lessee shall determine in its sole discretion.
A.
Rent: During the period of this lease agreement. Lessee
shall pay to Lessor
the sum of
Dollars (/2~3T^C
) per month, for the
first
months, and the sum of
'
,
(
) for months
through
, which rent shall be payable on the
last day of each month. During the first
months, Lessor will also be paid an
additional J^Q per hour for all hours over 500 within a 12 month period.
5.
Maintenance: During the term of this Lease, Lessee shall, at the expense
of Lessor, maintain the Aircraft in accordance with all applicable requirements of
the FAA and other governmental authorities having jurisdiction over aviation matters.
Without limiting the foregoing', Lessee .shall, provide or arrange for, and schedule,
maintenance, repairs, storage, overhauls, and inspections, as required to keep and
maintain the Aircraft in an airworthy condition for its intended use and operation.
These expenses will be paid by a Service Contract of IJZ&D
per month, billed
monthly to Lessor.
6Pilot: Lessee represents that any person who pilots the Aircraft will
meet all requirements established by applicable laws and governmental rules, regulations or orders and the terms of all applicable insurance policies maintained
by Lessee.
7.
Lessor's Right to Inspect: Lessee agrees that Lessor may inspect the Aircraft and the flight logs and maintenance records for the Aircraft at all resonable
times during the term of this Lease.
8Records: During the term of this Lease, Lessee shall keep accurate, complete and current records as required by the FAA and any other governmental authority
respecting all flights and maintenance of the Aircraft.
9.
Compliance with Laws: During the term of this Lease, Lessee shall obey and
comply with all of the applicable laws, rules, regulations and requirements of federal, state and local authorities of the United States and of other governments
having authority over the Aircraft.
10.

Insurance

10.1 During the Term of Lease: Leasee shall, at Lessor's expense, procure
and maintain in full force and effect for the entire period
of this Lease, a
policy or policies of insurance providing the following coverage with respect to the.
Aircraft: public liability insurance covering personal injury and property damage
with limits of coverage not less than Fifty Million Dollars ($50,000,000.00) for all
claims arising out of any one accident or occurance, and insurance covering damage
to or destruction of the Aircraft with limits of coverage sufficient to reflect the
stipulated loss value of the Aircraft. Lessee shall not operate, or knowingly permit
the operation of the Aircraft in any geographical area or for any prupose excluded
from coverage of any insurance policy required to be maintained by Lessee pursuant
to this Lease. Lessee may maintain, at Lessee's expense, additional coverages or
coverage in excess of the limits indicated above. The insurance will be billed to
Lessor at the sum of
( SOO
m) per month.
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10.2 Policy Provisions: Any policies of insurance required to be
purchased in accordance with this Lease, (i) shall name Lessor and its successors,
assigns, mortgages or lien holders as additional insureds and loss payees as their
respective interests may appear, (ii) shall provide that in respect to Lessor and each
additional insured the insurance shall not be invalidated by any action or inaction of
Leassee or any other person (other than of Lessor or such additional insureds as the
case may be) and shall insure Lessor and each additional insured regardless of any
breach of the policy conditions by Lessee; (iii) shall waive any right of subrogation
against Lessor and each additional insured; and (iv) shall provide 30 days written
notice by insurers to Lessor of cancellation, lapse or any reduction in scope or amount
of coverage of such insurance.
10.3 Risk of Loss: Risk of loss or damage with respect to the
Aircraft during the term of this Lease subsequent to delivery of the Aircraft to Lessee
and prior to its return to Lessor (except with respect to any use thereof by Lessor
during the term of this Lease) shall be borne by Lessee, Lessor acknowledges that,
in the event Lessor leases the Aircraft from Lessee and uses the Aircraft for commercial operations other than for the benefit of Lessee, the insurance provided for
in this Section 10 may be subject to cancellation. Lessor agrees that Lessee shall
have no responsibility for any loss or damage to the Aircraft if such insurance is
cancelled by reason of such use of the Aircraft.

11.
Alterations: Except as may be required for Air Ambulance operations and
the repair and maintenance of the Aircraft provided for in Section 5, Lessee shall
not make any changes or alterations in the Aircraft or its equipment or accessories
without obtaining the consent of Lessor.
12.
Excusable Delays: Neither party shall be liable to the other for any
failure of or delay in observing any term, or provision of this Lease to the extent
such failure or delay is due to acts of Cod or the public enemy; civil way, insurrection or riot; severely inclement weather or calamity caused thereby; fire, explosions or
serious accidents; governmental priorities or allocations; strikes or labor disputes;
inability to obtain materials, accessories, equipment or parts for the Aircraft from
the manufactures thereof; damage to or destruction of the Aircraft due to any such
cause, or any other failure or delay beyond such party' reasonable control.
13.

Termination:

13.1 For Causes: Lessee may terminate this Lease agreement by giving
Lessor fifty (50) days written notice if any one or all of Lessee's contracted hospitals cancel for cause their ambulance contracts with Lessee.

OT-

13.2 For Default: In the event of default by either party, the other
party may terminate this Lease upon ten days notice to such party. Fnr the p^rpos?*
of this paragraph, a default shall consist of the failure of a party to perform any
of the obligations imposed upon such party pursuant to the terms of this Lease and
the continuation of such failure for three days after receipt of notice of such default from the other party.
13.3 For Excusable Delay: Upon ten days notice to the other party,
either party may terminate this Lease in the event of a delay that is excusable under
the terms of Section 12 and that is likely to prevent performance of either party
hereunder for a period of more that 30 days.
13.4 Rights Upon Termination: Upon termination of this Lease, Lessee
shall deliver the Aircraft to Lessor in accordance with the provisions of Section 2.
Thereupon, all further obligations of the parties hereto shall cease; provided,
however, that each party shall be entitled to payment of all amounts due or payable
with respect to the period prior to return of the Aircraft to Lessor.

14.

Miscellaneous:

14.1 Notices: All notices and other communications shall be given
orally or in writing; provided, however, that any oral notice or other communication
shall be confirmed promptly in writing. Any written notice or other communication
shall be sent by mail, telex, telegram, or personal delivery. All notices and other
communications mailed hereunder shall be sent by prepaid certified mail, return receipt
requested, and shall be deemed given on the third business day after deposited in the
United States Mail, properly addressed to the respective party in such address as each
party shall furnish to the other at the time of execution hereof or from time to time
thereafter.
14.2 Governing Law: This Lease shall be governed by and construed in
accordance with the laws of the State of Utah.
14.3 Taxes and Fees: Lessee shall pay as they may fall due, any use
taxes or license fees. Lessor shall pay any property taxes or other charges that now
or during the term of this Lease are imposed by any governmental agency with respect
to the ownership of the Aircraft, except taxes imposed upon Lessee with respect to
income taxes, if any, derived by Lessee through use of the Aircraft.
14.4 Binding Effect: This Lease shall be binding upon the respective
heirs, successors and assigns of the parties hereto.
14.5 No Waiver: A waiver of any breach or failure to enforce any of
the terms or conditions of this Lease shall not affect, limit or waive a party's
rights hereunder at any time to insist upon strict compliance thereafter with every
other item or condition of this Lease.
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1^*'6 UlirAr.?./rJ?S.™SJ}SJL This L^-is* cnntnir.s the entire4 npr•?•»!?..?nt of thparties with respect to the subject matter hereof, and may be amended or modified
only by a writing duly executed by the parties hereto. Neither the Lessor nor
Lessee shall be bound by any promise, agreement, undertaking or representation
heretofore or hereafter made unless the same is made by instrument in writing,
signed by authorized representatives of the Lessee and the Lessor, which instrument
expresses by its terms a clear intention to modify this Lease.
14.7 Descriptive Headings: All descriptive headings inserted in this
Lease are for the convenience of the parties only and shall not affect the interpretation of any term hereof.
IN WITNESS WHEREOF/ the parties have executed this Lease as of the date first
above written. This Lease supersedes and makes void any previous agreement, oral
or written, concerning the Aircraft.

/.»fa„ftt,.,i
C Le 0r }
"
BY:

KEY AIRLINES, INCORPORATED
("Lessee")
BY:

TITLE:

TITLE:

ADDRESS:

Salt Lake City, Utah

TELEPHONE:

TELEPHONE:
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Date

TO:
Address

City, State, Zip

FROM:
Customer Name

Address

City, State, Zip

RE:

Account Number:

Centlemen:
Please accept this letter of authorization as my approval for the verbal release
or written discloser to be provided in my behalf to comply with Key Airlines, Inc,
Purchase or Lease.
Sincerely,

IP

J**\

AIRCRAFT LEASE

(TO BE VSLD FOR AIRCRAFT ON1 NOT MORE THAN 12,500 POUNDS, MAXIMUM CERTIFICATED
TAKEOFF WEIGHT.)
|/f
This AIRCRAFT^LpSE ("Leased) i s e n t e r e d i n t o t h e /
day of U^CS
by and between
Jjjtffotfyj,
^jtfAt&t&A&JJ
whose address i s
:

LAKE CITY,

UTAH

<V
("Lessee").

("Lessor")

and KEY AIRLINES,

W&H*

INCORPORATED,

SALT

RECITALS

A.

Lessor is the owner in fee simple of"the following aircraft
(The "Aircraft").
Make and Model:
Serial Number:
Registration Number:

The Aircraft is equipped with standard accessories and equipment specified by
the manufacturer for such model aircraft and optional equipment as attached on
attachment number
.
B.
Lessor is entitled to lease the Aircraft and desires to lease the Aircraft,
and Lessee desires to hire the Aircraft, on the terms and conditions hereinafter s e :
forth.
NOW, THEREFORE, in consideration of the rentals, covenants and agreements herein
~x*z forth, Lessor and Lessee covenant and agree as follows:
1*
lSIB:
lessor hereby leases the Aircraft to Lessee, and Lessee hereby hires
the Aircraf t^from Lc-Sbcr, for a term commencing on
)Qp,< ^
/
, 19 S*V, and
ending on \h ^ f
> 19^? 7> unless terminated earlier in accordance with
the terms And provisions hereof.
2.
Delivery: The Aircraft will be delivered to Lessee at
//1&. K~r.'*> •
tfC» at the commencement of this Lease. At the time of
delivery, the Aircraft shall be airworthy as determined in accordance with Federal
Aviation Administration ("FAA") standards, and shall have a valid FAA Certificate
of Airworthiness with no outstanding Airworthiness Directives to be accomplished.
Lessee will return the Aircraft to Lessor at the termination of this Lease, at
, in the same condition the Aircraft
v;as in when received, reasonable wear and tear of ordinary use excepted, absent damage
or destruction of the Aircraft by reason of an event described in Section 12 hereof.

3.. Lessee's Use n. Aircraft: Lessee shall have the right to sub^iease the
Aircraft from time to time to other persons or entities on such terms and conditions
as Lessee shall determine in its sole discretion.
A.
Rent: During the period of this lease agreement. Xessee shall pay to Lessor
the sum of
Dollars l/2L3i^i
) per month, for the
first
months, and the sum of
'
,
(
) for months
through
, which rent shall be payable on the
last day of each month. During the first
months, Lessor will also be paid an
additional JJ^Q per hour for all hours over 500 within a 12 month period.
5.
Maintenance: During the term of this Lease, Lessee shall, at the expense
of Lessor, maintain the Aircraft in accordance with all applicable requirements of
the FAA and other governmental authorities having jurisdiction over aviation matters.
Without limiting the foregoing, Lessee shall, provide or arrange for, and schedule,
maintenance, repairs, storage, overhauls, and.inspections, as required to keep and
maintain the Aircraft in an airworthy condition for its intended use and operation.
These expenses will be paid by a Service Contract of ISZ&Q
per month, billed
monthly to Lessor.
6.
Pilot: Lessee represents that any person who pilots the Aircraft will
meet all requirements established by applicable laws and governmental rules, regulations or orders and the terms of all applicable insurance policies maintained
by Lessee.
7.
Lessor's Right to Inspect: Lessee agrees that Lessor may inspect the Aircraft and the flight logs and maintenance records for the Aircraft at all resonable
times during the term of this Lease.
^*
Records: During the term of this Lease, Lessee shall keep accurate, complete and current records as required by the FAA and any other governmental authority
respecting all flights and maintenance of the Aircraft.
9.
Compliance with Laws: During the term of this Lease, Lessee shall obey and
comply with all of the applicable laws, rules, regulations and requirements of federal, state and local authorities of the United States and of other governments
having authority over the Aircraft.
10-

Insurance

10.1 During the Term of Lease: Leasee shall, at Lessor's expense, procure
and maintain in full force and effect for the entire period
of this Lease, a
policy or policies of insurance providing the following coverage with respect to the.
Aircraft: public liability insurance covering personal injury and property damage
with limits of coverage not less than Fifty Million Dollars ($50,000,000.00) for all
claims arising out of any one accident or occurance, and insurance covering damage
to or destruction of the Aircraft with limits of coverage sufficient to reflect the
stipulated loss value of the Aircraft. Lessee shall not operate, or knowingly permit
the operation of the Aircraft in any geographical area or for any prupose excluded
from coverage of any insurance policy required to be maintained by Lessee pursuant
to this Lease. Lessee may maintain, at Lessee's expense, additional coverages or
coverage in excess of the
cated above. The insurance will be billed to
Lessor at the sum of
( SOO
) per month.

10.2 Policy Provisions: Any policies of insurance required to be
purchased in accordance with this Lease, (i) shall name Lessor and its successors,
assigns, mortgages or lien holders as additional insureds and loss payees as their
respective interests may appear, (ii) shall provide that in respect to Lessor and each
additional insured the insurance shall not be invalidated by any action or inaction of
Leassee or any other person (other than of Lessor or such additional insureds as the
case may be) and shall insure Lessor and each additional insured regardless of any
breach of the policy conditions by Lessee; (iii) shall waive any right of subrogation
against Lessor and each additional insured; and (iv) shall provide 30 days written
notice by insurers to Lessor of cancellation, lapse or any reduction in scope or amount
of coverage of such insurance.
10.3 Risk of Loss: Risk of loss or damage with respect to the
Aircraft during the term of this Lease subsequent to delivery of the Aircraft to Lessee
and prior to its return to Lessor (except with respect to any use thereof by Lessor
during the term of this Lease) shall be borne by Lessee, Lessor acknowledges that,
in the event Lessor leases the Aircraft from Lessee and uses the Aircraft for commercial operations other than for the benefit of Lessee, the insurance provided for
in this Section 10 may be subject to cancellation. Lessor agrees that Lessee shall
have no responsibility for any loss or damage to the Aircraft if such insurance is
cancelled by reason of such use of the Aircraft,

11.
Alterations: Except as may be required for Air Ambulance operations and
the repair and maintenance of the Aircraft provided for in Section 5, Lessee shall
not make any changes or alterations in the Aircraft or its equipment or accessories
without obtaining the consent of Lessor.
"Q5>.
Excusable Delays: Neither party shall be liable to the other for any
failure of cr delay in observing any term, or provision of this Lease to the extent
such failure or delay is due to acts of God or the public enemy; civil way, insurrection or riot; severely inclement weather or calamity caused thereby; fire, explosions or
serious accidents; governmental priorities or allocations; strikes or labor disputes;
inability to obtain materials, accessories, equipment or parts for the Aircraft from
the manufactures thereof; damage to or destruction of the Aircraft due to any such
cause, or any other failure or delay beyond such party1 reasonable control.
13}

Termination:

—z

L3\l For Causes:
Lessee may terminate this Le^se agreement by giving
Lessor fifty C5t5) days written notice if any one or'all of Lessee's contracted hospitals cancel for cause their ambulance contracts with Lessee.
JjO ~ 0-fuU^-u»u(/^~f'

^

J&£)

Oe-9-JL

ft /C

^o

#"-<-

' ' &bsuMst,

jOtf^

.

13,2 For Default: In the event of default by either party, the other
party may terminate this Lease upon ten days notice to such party. For the purposes
of this paragraph, a default shall consist of the failure of a party to perform any
of the obligations imposed upon such party pursuant to the terms of this Lease and
the continuation of such failure for three days after receipt of notice of such default from the other party.
2~3T3—For Excusable Itei"ay: upon ten days notice to tTTe^oYher party,
ilthe.r..party may .texminat-e this-Lease inTtie ev^nT~o"f~a^^elay""that""i:s*"excus3b'le-under
tho f^i-mc ^f Sprtion *? ^r\A that is Hfrply to prgvonf pprfrvr^nr-p-T^p'f fhpr party
her-eun-der-f or a -pcrxoti—of murt!~11ial 30--days~—
13.A Rights Upon Termination: Upon termination of this Lease, Lessee
shall deliver the Aircraft to Lessor in accordance with the provisions of Section 2.
Thereupon, all further obligations of the parties hereto shall cease; provided,
however, that each party shall be entitled to payment of all amounts due or payable
with respect to the period prior to return of the Aircraft to Lessor.

14.

Miscellaneous:

14.1 Notices: All notices and other communications shall be given
orally or in writing; provided, however, that any oral notice or other communication
shall be confirmed promptly in writing. Any written notice or other communication
shall be sent by mail, telex, telegram, or personal delivery. All notices and other
communications mailed hereunder shall be sent by prepaid certified mail, return receipt
requested, and shall be deemed given on the third business day after deposited in the
United States Mail, properly addressed to the respective party in such address as each
party shall furnish to the other at the time of execution hereof or from time to time
thereafter.
14.2 Governing Law: This Lease shall be governed by and construed in
accordance with the laws of the State of Utah.
14.3 Taxes and Fees: Lessee shall pay as they may fall due, any^sey
taxes or license fees. ^_Less6£ shall pav an^ property taxes, or other charges that now
or during the term of this Lease" are~~imposea by any governmental agency with respect
to the ownership of the Aircraft, except taxes imposed upon Lessee with respect to
income taxes, if any, derived by Lessee through use of the Aircraft.
14.4 Binding Effect: This Lease shall be binding upon the respective
heirs, successors and assigns of the parties hereto.
14.5 No Waiver: A waiver of any breach or failure to enforce any of
the terms or conditions of this Lease shall not affect, lim^t or waive a party's
rights hereunder at any time to insist upon strict compliance thereafter with every
other item or condition of this Lease.

14.6 Entire Agreement: This Lea**? contains the entire agreement of the
parties with respect to the subject matter hereof, and may be amended or modified
only by a writing duly executed by the parties hereto. Neither the Lessor nor
Lessee shall be bound by any promise, agreement, undertaking or representation
heretofore or hereafter made unless the same is made by instrument in writing,
signed by authorized representatives of the Lessee and the Lessor, which instrument
expresses by its terms a clear intention to modify this Lease.
14.7 Descriptive Headings: All descriptive headings inserted in this
Lease are for the convenience of the parties only and shall not affect the interpretation of any term hereof.
IN WITNESS WHEREOF, the parties have executed this Lease as of the date first
above written. This Lease supersedes and make.s void any previous agreement, oral
or written, concerning the Aircraft.

("Lessor11)

KEY AIRLINES, INCORPORATED
("Lessee")

BY:

BY:

TITLE:

TITLE:

ADDRESS:

Salt Lake City, Utah

TELEPHONE:

TELEPHONE:
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ATTACHMENT "A"
N2724L
1982 COLDEN EAGLE III A21C

S/N 421C1237

EXTERIOR:

ALLOVER VESTAL WHITE, MAJOR STRIPE COPPER BROUN
ACCENT STRIPE BERBER TAN

INTERIOR:

INSTALL 425 TYPE TAILORINC ON PASSENCER SEATS ONLY
UPHOLSTER PASSENCER SEATS PRIMARY, SECONDARY AND SHROUD IN
CP-COLD •
UPHOLSTER CREW SEATS INSERTS I TRIM IN CP-COLD
SIDE PANELS FW-COLD, COLD FOLKWEAVE FABRIC
CARPET WITH CARPET RUNNERS ROMAN COIN BY RECENCY COURT
SEAT BELTS, DARK COLD
SEATING ARRANCEMENT OPTION 1

EQUIPMENT:

lit- PUCECARD INSTALLED ON INSTRUMENT PANEL (REGISTRATION IN TEMP.
PAINT)
FLITEFONE III RADJO TELEPHONE (COCKPIT CONTROL)
2nd 800 TRANSPONDER
KDR-160 COLOR RADAR (EXCIl)
CLOCK DICITAL LED READOUT ELECTRONIC (EXCIl)
HOUR METER CABIN HEATER
INDICATOR TRUE AIRSPEED LH (EXCIl)
TACHOMETER SYNCHRONOUS (EXCH)
AIR CONDITIONING OR VENTILATINC FAN OUTLETS
CONVERTER 110 VOLT
DE-ICE SYSTEM CERTIFIED FOR FLT IN ICINC CONDITIONS
DOOR ACCESS AVIONICS BAY
FIRE DETECTION & EXTINCUISHINC SYSTEM (NACELLE)
FUEL FLOW CAUCE &'MANAGEMENT COMPUTER
FUEL SYSTEM WINC LOCKER LH ONLY
FUEL, LOW LEVEL WARNINC SYSTEM
HARNESS INERTIA REEL SHOULDER LH & RH (EXCH)
LICIITS COURTESY (NACELLE AND NOSE DACCACE)
L1CIIT ICE DETECTION RH
LICHTINC ELECTROLUMINESCENT
LOCK RUDDER CUST
OXYCEN SYSTEM 11 CU FT.
POLISHED SPINNER
WINDOWS INNER PANE TINTED

N2724L
1982 COLDEN EACLE III 421C

S/N A21C1237

EQUIPMENT CONTINUED:
FLICHT DECK DIVIDER & PRIVACY CURTAIN
FASTEN SEAT BELT & OXYCEN SICNS & CLOCK
REFRESHMENT CENTER FWD W/CASSETTE STEREO
SEAT VERTICAL & TILTINC ADJUSTABLE, PILOT & COPILOT
STORAGE DRAWER NO.3 AFT, NO. 6 FWD FAC1SC SEAT
STOSACE RACK, JEPP CHART
TABLE EXECUTIVE LH & RH
TOILET WITH AFT DIVIDER AND PRIVACY CURTAIN
LIST PRICE:

$681,462.02

AIRCRAFT LEASE

(TO BE USED FOR AIRCRAFT ON NOT MORE THAN 12,500 POUNDS, MAXIMUM CERTIFICATED
TAKEOFF WEIGHT.)
day of Decemberl9 84 ,
This AIRCRAFT LEASE ("Lease11) is entered into the^l
whose address is 36 So. State Street
by and between
John E. Mattson & Co.
("Lessor") and KEY AIRLINES, INCORPORATED, SALT
Suite 1200. SLC, Utah 84111
LAKE CITY, UTAH ("Lessee").

RECITALS
A.

Lessor is the owner in fee simple of the following aircraft
(The "Aircraft").
Make and Model:

Cessna Golden Eagle III

Serial Number:

421C1237

Registration Nunber:

421C

N2724L

The Aircraft is equipped with standard accessories and equipment specified by
the manufacturer for such model aircraft and optional equipment as attached on
attachment number
||A^
.
B.
Lessor is entitled to lease the Aircraft and desires to lease the Aircraft,
and Lessee desires to hire the Aircraft, on the terms and conditions hereinafter set
forth.
NOW, THEREFORE, in consideration of the rentals, covenants and agreements herein
set forth, Lessor and Lessee covenant and agree as follows:
*•
Term: Lessor hereby leases the Aircraft to Lessee, and Lessee hereby hires
the Aircraft from Lessor, for a t^wBVommencing on
December 1,
t 1984 f a n j

ending on
January 1,
, 1*86,
the terms and provisions hereof.

unless terminated e a r l i e r in accordance with

C

2.

Deliverv*:

The Aircraft will be delivered to Lessee at Bozman Montana
___
, at the commencement of this Lease. At the time of
delivery, the Aircraft shall be airworthy as determined in accordance with Federal
Aviation Administration (MFAAM) standards, and shall have a valid FAA Certificate
of Airworthiness with no outstanding Airworthiness Directives to be accomplished.
Lessee will return the Aircraft to Lessor at the termination of this Lease, at
Salt Lake City, International Airport
_, in the same condition the Aircraft
V.MS in when received, reasonable wear and tear of ordinary use excepted, absent tin ma:
or destruction of the Aircraft bv reason of an event described in Section 12 hereof.

-13 DEFENDANT'S
EXHIBIT

1,0

3. Lessee's Use of Aircraft: Lessee shall have the right to sublease the
Aircraft from time to time to other persons or entities on such terms and conditions as Lessee shall determine in its sole discretion.
4. Rent; During the period of this lease agreement, Lessee shall pay to
Lessor the sum of Twelve Thousand Three Hundred Forty Three Dollars and No Cents
($12,343.00) less note payment of One Thousand Three Hundred Sixty Two Dollars
and Eighty Cents ($1,362.80) per month—wfrifih rent shall be payable on the first
day of each month. During the first Q5 mont{iX Lessor will also be paid an additional 150 per hour for all hours over 500 within a 12 month period.

5.
Maintenance: During the tern of this Lease, Lessee shall, at the expense
of Lessor, r.aintain the Aircraft in accordance with all applicable requirements of
the FAA and ether governmental authorities having jurisdiction over aviation matters.
Without limiting the foregoing, Lessee shall, provide or arrange for, and schedule,
maintenance, repair's, storage,"overhauls, and inspections, as required to keep and
r.aintain the Aircraft in an airworthy condition for its intended use and operation.
These expenses will be paid by a Service Contract of
$1 ,500
per month, billed
monthly to Lessor.
6Pilot: Lessee represents that any person.who pilots the Aircraft will
meet all requirements established by applicable laws and governmental rules, regulations or orders and the terns of all applicable insurance policies maintained
by Lessee.
7.
Lessor's Right to Inspect: Lessee agrees that Lessor may inspect the Aircraft and the flight logs and maintenance records for the Aircraft a: all rcscnable
times during the term of this Lease.
S*
Records: During the term of this Lease, Lessee shall keep accurate, complete and current records as required by the FAA and any other governmental authority
respecting all flights and maintenance of the Aircraft.
9.
Compliance with Laws: During the term of this Lease, Lessee shall obey and
comply with all of the applicable laws, rules, regulations and requirements c: federal, state and local authorities of the United States and of other governments
having authority over the Aircraft.
10.

Insurance

10.1 During the Term of Lease: Leasee shall, at Lessor's expense, procure
and r.aintain in full force and effect for the entire period
of this Lease, a
policy or policies of insurance'providing the following coverage with respect to the
Aircraft: public liability insurance covering personal injury and property derate
with limits of coverage not less than Fifty Million Dollars ($50,000,COO.oh) for all
claims arising out of any one accident or occurance, and insurance covering damage
to or destruction of the Aircraft with limits of coverage sufficient to reflect the
stipulated loss value of the Aircraft. Lessee shall not operate, or knowingly permit
the operation of the Aircraft in any geographical area or for any prupose excluded
from coverage of any insurance policy required to be maintained by Lessee pursuant
to this Lease. Lessee may maintain, at Lessee's expense, additional coverages or
coverage in excess of the limits indicated above. The insurance will be billed to
Lesser at the sum of Five Hundred Dollars and No Cents ( $500.00
) p e r ront - n .

-o-

10.2 Policy Provisions: Any policies of insurance required to be
purchased in nccon'.nnce with :!us Lease, (o) shrill n r c Lessor a::.! its su:co- * ^r•:.
assigns, mortgages or iien holders as additional insureds and loss ::.i\ves .is ili^-l:
respective interests nay appear, (ii) shall provide that in respect to Lessor and
each additional insured the insurance shall not be invalidated by any action or inaction of Leassee or any other person (other than of Lessor or such additional insur.-i:
as the case nay be) and shall insure Lessor and each additional insured regardless
of any breach of the policy conditions by Lessee; (iii) shall waive any right of
subrogation against Lessor and each additional insured; and (iv) shall provide 30
days written notice by insurers to Lessor of cancellation, lapse or any reduction
in scope or amount of coverage of such insurance.
10.3 Risk of Loss: Risk of loss or damage with respect to :he
Aircraft during the term of this Lease subsequent to delivery of the Aircraft to
Lessee and prior to its return to Lessor (except with respect to any us* "thereof by
Lessor during the tern of this Lease) shall be borne by Lessee, Lessor acknowledges
that, in the event Lessor leases the Aircraft from Lessee and uses the Aircraft for
commercial operations other than for the benefit of Lessee, the insurance provided
for in this Section 10 may be subject to cancellation. Lessor agrees that Lessee
shall have no responsibility for any loss or damage to the Aircraft if such insurancv
is cancelled by reason of such use of the Aircraft.
H#
Alterations: Except as may be required for Air Amublance operations and
the repair and maintenance of the Aircraft provided for in Section 5, Lessee shall
not make any changes or alterations in the Aircraft or its equipment or accessories
without obtaining the consent of Lessor.
12.
Excusable Delavs: Neither party shall be liable to the other for any
failure of or delay in observing any term, or provision of this Lease to the extent
such failure or delay is due to acts of Cod or the public enemy; civil way, insurrection or riot; severely inclement weather or calamity caused thereby; fire, explosions
or serious accidents; governmental priorities or allocations; strikes or labor disputes; inability to obtain materials, accessories, equipment or parts for the Aircra::
from the manufactures thereof; damage to or destruction of the Aircraft due to any
such cause, or any other failure or delay beyond such party reasonable control.
13.

Termination:
13.1 For the duration of this Lease, Lessee agrees to continue this
Lease without interruption unless aircraft becomes unavailable due to action of
Lessor. Non-accessability of aircraft to Lessee due to such action of Lessor *
shall terminate Lease immediately.

-3-

13.2 For Default; In the event of default by either party, the other
party may terminate this Lease upon ten days notice to such party. For the purposes
of this paragraph, a default shall consist of the failure of a party to perform any
of the obligations imposed upon such party pursuant to the terms of this Lease and
the continuation of such failure for three days after receipt of notice of such default from the other party.
13.3 For Excusable Delay: Upon ten days notice to the other party,
either party may terminate this Lease in the event of a delay that is excusable under
the terms of Section 12 and that is likely to prevent performance of either party
hereunder for a period of more that 30 days.
13.4 Rights Upon Termination:. Upon termination of this Lease, Lessee
shall deliver the Aircraft to Lessor in accordance with the provisions of Section 2.
Thereupon, all further obligations of the parties hereto shall cease; provided,
however, that each party shall be entitled to payment of all amounts due or payable
with respect to the period prior to return of the Aircraft to Lessor.

14.

Miscellaneous:

^ • 1 Notices: All notices and other communications shall be given
orally or in writing; provided, however, that any oral notice or other communication
shall be confirmed promptly in writing. Any written notice or other communication
shall be sent by mail, telex, telegram, or personal delivery. All notices and other
communications mailed hereunder shall be sent by prepaid certified nail, return receipt
requested, and shall be deemed given on the third business day after deposited in the
United States Mail, properly addressed to the respective party in such address as each
party shall furnish to the other at the time of execution hereof or from tine to tine
thereafter.
14.2 Governing Law: This Lease shall be governed by and construed in
accordance with the laws of the State of Utah.
14.3 Taxes and Fees: Lessee shall pay as they may fall due, any use
taxes or license fees. Lessor shall pay any property taxes or other charges that now
or during the term of this Lease are imposed by any governmental agency with respect
to the ownership of the Aircraft, except taxes imposed upon Lessee with respect to
income taxes, if any, derived by Lessee through use of the Aircraft.
14.4 Binding Effect:,This Lease shall be binding upon tne respective
heirs, successors and assigns of the parties hereto.
14.5 No Waiver: A waiver of any breach or failure to enforce any of
the terms or conditions of this Lease shall not affect, limit or waive a party's
rights hereunder at any time to insist upon strict compliance thereafter with every
other item or condition of this Lease.
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only by a writing duly executed by the parties h e r e t o . Neither the L e s s o r nor
Lessee shall be bound by any promise, agreement, undertaking or representation
heretofore or hereafter made unless the same is na.de by instrument in writing,
signed by authorized representatives of the Lessee and the Lessor, which instrument
expresses by its terms a clear intention to modify this Lease.

14.7 Descriptive Headings: All descriptive headings inserted in this
Lease are for the convenience of the parties only and shall not affect the interpretation of any tern hereof.
IS WITNESS WHEREOF, the parties have executed this Lease as of the date.first
above written. This Lease supersedes and makes void "any previous agreement,'oral
or written, concerning the Aircraft.

^ohrf

£ /y*AAso/A

KEY AIRLINES, I
("Lessee,

#7^?r &LTITL:
ADDRESS: Sb

SPU^A

S^Ae

3«A-f A«A6 <?&«

£>*>/?/3/g>Salt

Lake City, Utah

WTM

TELEPHONE: 8D/~

TELEPHONE:
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ATTACHMENT "A M
N2724L
1982 COLDEN EACLE III 421C

S/N 421C1237

EXTERIOR:

ALLOVER VESTAL WHITE, MAJOR STRIPE COPPER BROWN
ACCENT STRIPE BERBER TAN

INTERIOR:

INSTALL 425 TYPE TAILORINC ON PASSENCER SEATS ONLY
UPHOLSTER PASSENCER SEATS PRIMARY, SECONDARY AND SHROUD III
CP-COLD
UPHOLSTER CREW SEATS INSERTS I TRIM IN CP-COLD
SIDE PANELS FW-COLD, COLO FOLKWEAVE FABRIC
CARPET WITH a R P E T RUNNERS ROMAN COIN BY RECENCY COURT
SEAT BELTS, DARK COLD
SEATING ARRANGEMENT OPTION I

EQUIPMENT:

N# PUCECARD INSTALLED ON INSTRUMENT PANEL (REGISTRATION IN TEMP.
PAINT)
FLITEFONE III RADJO TELEPHONE (COCKPIT CONTROL)
2nd 800 TRANSPONDER
RDR-160 COLOR RADAR (EXCIl)
CLOCK DICITAL LED READOUT ELECTRONIC (EXCIl)
HOUR METER CABIN HEATER
INDICATOR TRUE AIRSPEED LH (EXCIl)
TACHOMETER SYNCHRONOUS (EXCIl)
AIR CONDITIONING OR VEKTILATINC FAN OUTLETS
CONVERTER 110 VOLT
DE-ICE SYSTEM CERTIFIED FOR FLT IN ICINC CONDITIONS
DOOR ACCESS AVIONICS BAY
FIRE DETECTION & EXTINCUISHINC SYSTEM (NACELLE)
FUEL FLOW CAUCE 4'MANACEMENT COMPUTER
FUEL SYSTEM WINC LOCKER LH ONLY
FUEL, LOU LEVEL WARNINC SYSTEM
HARNESS INERTIA REEL SHOULDER LH & RH. (EXCIl)
LICIITS COURTESY (NACELLE AND NOSE BACCACE)
1.1CIIT ICE DETECTION III!
LICHTIKC ELECTROLUMINESCENT
LOCK RUDDER GUST
OXYCEH SYSTEM 11 CU FT.
POLISHED SPINNER
WINDOW'S INNER PANE TINTED

N2724L
1982 COLDEN EAGLE III 421C

S/N 421C1237

EQUIPMENT CONTINUED:
FLICHT DECK DIVIDER i PRIVACY CURTAIN
FASTEN SEAT BELT & OXYCEN SICNS & CLOCK
REFRESHMENT CENTER FWD U/CASSETTE STEREO
SEAT VERTICAL & TILTIKC ADJUSTABLE, PILOT & COPILOT
STORACE DRAWER NO.3 AFT, NO. 6 FUD FACIXC SEAT
STORACE RACK, JEPP CHART
TABLE EXECUTIVE LH & RH
TOILET WITH AFT DIVIDER AND PRIVACY CURTAIN
LIST PRICE:

$681,462.02

January 27, 1986

Key Airlines
Salt Lake International Airport
P.O. Box AMF 22065
Salt Lake City, UT 84122
ATTN:

Brent Wiseman,
President

Dear Mr. Wiseman:
In response to correspondence from Mr. Rob Wankier of your
office regarding my leaseback agreement with Key Airlines,
I would like to clarify the points of our agreement and
correct some misconceptions you have regarding it.
1.

The lease ending date of January 1, 1986 is a
typographical error. This is clearly explained
further on the stated agreement with specific
reference to page two, paragraph four which
indentifies the length of the lease period.
Enclosed you will also find a copy of my retail
purchase order signed by myself and your representatives Verl W. Addison and N.K. Nickels
specifically making my purchase contingent upon
an "acceptable 27 mo. leaseback with Key".
Also, you will refer to the handwritten aircraft
lease document with notations in the handwriting
of your employee N.K. Nickels which clearly shows
a termination date of January 1, 1987.
Finally, you will also find a copy of "Assignment
of Lease Rentals" agreement executed by myself
in behalf of Prudential Capital Group Co., assigning
Key Airlines leaseback rental payments for the
term of the lease.

Key Airlines
Page 2

Regarding "Pay-off on promissory note" item as found
in Mr. Wankierfs letter, let me refer you to the enclosed
copy of "Promissory Note" signed by myself and dated
October 16, 198M. The note is self explanatory and
clearly relates that "payments on this note are to
be deducted from the lease payments paid to Mr. John
Mattson for use of N2724L on a monthly basis".
Regarding "Maintenance and insurance" item in Mr.
Wankier's letter let me state that, it was clearly
understood at the inception of this leaseback agreement
that for IRS purposes I would be billed on a monthly
basis for any owing maintenance and insurance fees.
Key Airlines followed our agreement and I was billed
for several months upon receipt of which, I promptly
remitted payment. I have not been billed as agreed
since last July.
It also is my understanding that
Key's charter program was discontinued at that same
time.
Consequently, my assumption of non-use of my
aircraft and the lack of billing for any maintenance
needs leads me to believe that no maintenance fee
is owing.
I look forward to the continuation of our leaseback agreement
and will be expecting receipt of your check on or before
February 1st, so I can make my payment to Prudential as
promised.
Very truly yours,

John E. Mattson

cc:

Robert S. Wankier
Andy Barfuss, Prudential Capital Group

Kami
Sort LokeOtylntefnotonai Airport
P.O. Bc**MJF. 22065
Sort lake City. Utah 84122
(801) 539-28G5/WAT5 (800) 4S3-5780
Teiex 388311

John flattsan-UDI
124 So. 5th East
Salt Lake City, Utah
Dear John,
Ue mould like to thank you for the use of your aircraft
durino the last thirteen months. As you can see from the lease
agreement cover page, the lease expired on January 1st, 198B.
In reviewing the lease uie have found various expenses that
are due Key Airlines that have not been paid.' As stated in the
agreement the lessor was to reimburse Key Airlines S 1,500.00 a
month for maintenance and S 500.00 a month for insurance. Our
records indicate uie have only received six months of reimbursements leaving seven months unpaid. In addition, as of December
31, 1SB5 there was $ 16,353.70 still owing on the promissory note
dated October IE, 1584. Uie also paid a lease payment for the
month January 1SBB in error.
This of course will have to be
refunded.
To recap the following is due and payable to Key Airlines.
Maintenance and insurance
Pay-off on promissory note
Overpayment of lease

S 14,000.00
15,353.70
15.343.00
S.42,536.70

Your prompt remittance will be appreciated.
Sincerely,
Robert S. Uankier
Manager FB0 Finance
Enclosure

KJL
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Purchaser's Name
'<Wress

A l l , Jf U K C t l A ^ i l
Date

u

> f „ - ? g ^

My and State

KJX^X -

(CESSNA
MULTIEN
[CESSNA MULTI-ENGINE
PISTON AIRCRAFT)

.

.

'U^Auls

Dealer's Nam

T(/t\(\*>

&f UtrA

Address

I, the undersigned Purchaser, hereby enter my order for a Cessna Aircraft as detailed below with the above named Dealer. I recognize rrty order Is with my Dealer
and that The Cessna Aircraft Company C C * 9 * ^ * ! ' * rvot * P * n y , 0 t n l i Agreement and has no liability thereunder except for its warranty set forth on the reverse
side hereof. The attached deposit of S iDj COO
.
la to apply against the total purchase price. I agree to complete this
Agreement, accept delivery of the aircraft at _ J
within
/ fi days after notification that the aircraft
is ready for delivery, and pay the balance of the purchase price of make financial arrangements satisfactory to Dealer at the time ol delivery, subject to the terms
set forth below and the terms, conditions, warranty and limitations of liability printed on the reverse side of this Purchase Order.

WlSJjl

&L&u+s ,W 7ZI++S

interior Color £*£<#

Exterior Colon

INFORMATI6N ABOUT AIRCRAFT TO BE
TRADED IN:

1. Make:

^Xl C - J 2*3 7

Optional Equipment (See Accessory Price List)

3. Serial No.:,

*$J>O.

_

atti^LJ?

&jju~u~*jf

£*J/\

&ZtZy/*^.

AMOUNT TO BE FINANCED:

%AlLlkz^L
THEUNDERSIGNEDPURCHASERAGREESTHATHEHASREADTHE
TERMS, CONDITIONS. WARRANTY AND LIMITATIONS OF LIABILITY
SETOUTON THE REVERSE SIDE HEREOF ANDTHATTHE SAME ARE
INCLUDED IN AND ARE A PART OF THIS PURCHASE ORDER ALL AS
F SET FORTH ON THE FACE HEREOF. TO AVOID CONFUSION OR
MISUNDERSTANDING. PURCHASER RECOGNIZES THAT DEALER
MARKETING THE AIRCRAFT PRODUCTS HEREUNDER IS AN
INDEPENDENT BUSINESS ORGANIZATION ANO NOT CESSNA'S
AGENT AND CESSNA HAS NO RESPONSIBILITY FOR DEALERS
REPRESENTATION O&OTHER ACTS.

*

OcxiAra

Registration Number. AJ +L!*X*f *~

2. Model:
Remarks:

PRICE

AIRCRAFT

Model/Serial Number.

/i/€^JU

cfetZ&C^

fU&jZ^

&<*^^^

/U?^£U^

Jl?^^^^^^L^ M

OFAt PR SALESMAN'S
£AL OMAN'S SIGNATURE
Sir,NAT
(DEALER

Insurance Coverage:
Kind:
Effective Date:

Name of Insurance Company:

{£/,%&

Price with accessories and equipment

yx/j

Gas, oil and delivery cost
NAME IN WHICH NEW AIRCRAFT
SHOULD 66 REGISTERED

NAME WHICH TRADE-IN REGISTRATION CARRIES

ACCEPTE
PTED^Y;

^K^^^A

State and local taxes, if any

-T/s C

License, transfer and registration fee

~ZAJ 4

w/sid

TOTAL PURCHASE PRICE
Cash deposit with this order

1/4 coo00

Trade value of used aircraft

/h^f-

ADDRESS OF DEALER

7-no- xy

ACCEPTANCE

r\ATf d%n

TOTAL CREDIT TO PURCHASE PRICE

V 0,000 00

I?

JQ#[

AIRCRAFT LEASE

(TO BE USED FOR AIRCRAFT OW NOT MORE THAN 12,500 POUNDS, MAXIMUM CERTIFICATED
.M
.
TAKEOFF WEIGHT.)

WO***

This AIRCRAFTLL^ASE ("Lease"} is entered into the / day of bt^cs
19^*/,
by 3nd between
Mfyy^i
*j&t&*8&&*C>KJ)
whose address
is
<V
r L e s s o r ' T T n d KEY AIRLINES, INCORPORATED, SALT
LAKE CITY, UTAH ("Lcssec'T
RECITALS
A.

Lessor is the owner in fee simple of"the following aircraft
(The "Aircraft").
Make and Model:
Serial Number:
Registration Number:

The Aircraft is equipped with standard accessories and equipment specified by
the manufacturer for such model aircraft and optional equipment as attached on
attachment number
.
D.
Lessor is entitled to lease the Aircraft and desires to lease the Aircraft,
ar.d Lessee desires to hire the Aircraft, on the terms and conditions hereinafter set
forth.

zsz

NOW, THEREFORE, in consideration of the rentals, covenants and agreements herein
forth, Lessor and .Lessee covenant and agree as follows:

1.
Term: Lessor hereby leases the Aircraft to Lessee, and Lessee hereby hires
the Aircraf t-fron Lassor, for a term commencing on
jQp v ^
/
, 19$**/, and
ending on
;£?.««.•'
/
, 19ff7» unless terminated earlier in accordance with
the terms and provisions hereof.
2.
Delivery: The Aircraft will be delivered to Lessee at
///fov77t'.« «<<,.
• at the commencement of this Lease. At the time of
delivery, the Aircraft shall be airworthy as determined in accordance with Federal
Aviation Administration ("FAA") standards, and shall have a valid FAA Certificate
of Airworthiness with no outstanding Airworthiness Directives to be accomplished.
Lessee will return the Aircraft to Lessor at the termination of this Lease, at
j i n the same condition the Aircraft
was in when received, reasonable wear and tear of ordinary use excepted, absent damage
or destruction of the Aircraft by reason of an event described in Section 12 hereof.
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PROMISSORY NOTE

FOR VALUE RECEIVED the undersigned promises to pay to the order of
KEY AIRLINES, INCORPORATED, at Salt Lake City, Utah, the sum of THIRTY
FOUR THOUSAND SEVENTY DOLLARS AND TEN CENTS ($34,070.10) in lawful money
of the United States and payments are to be made as set forth hereinafter.

Commencing January 1, 1985, monthly payments of ONE THOUSAND THREE
HUNDRED SIXTY TWO DOLLARS AND EIGHTY CENTS-($1,362.80) are to be made
and continuing on the same day of each month thereafter for 25 months
(said 25 months includes the January 1, 1985 payment) and on the date
of said last monthly payment any outstanding amount of principal.

This

note is to cover advance made to Mr. John Mattson deposited in his name
to Key Capital.
If the holder deems it self insecure, or if default be made in any
payment when due, time being the essence thereof, then the entire unpaid
balance, with interest, shall at the election of the holder hereof, and
without notice of said election, at once become due and payable.

In the event of default of any payment as provided for herein, the
undersigned agrees to pay the holder hereof collection costs, including
reasonable attorney's fees and legal expenses in addition to all other
sums due hereunder.

The undersigned and any endorser, surety and guarantor

hereby waive presentment for payment, demand, protest, notice of protest
and of nonpayment and of dishonor, and consent to extension of time, renewals,
waivers or modifications without notice.

This note is signed October 16, 1984, to be effective so as to cover
the indebtedness of the undersigned commencing October 16, 1984.

Payments

on this note are to be deducted from the Lease payments paid to Mr. John
Mattson for use of N2724L on a monthly Basis.

Its

MORGAN, SCALLEY & READING
MARLON L. BATES, Utah State Bar No. 4794
261 East 300 South
Salt Lake City, Utah 84111
Telephone: (801) 531-7870
Attorneys for Plaintiff
CALLISTER, DUNCAN & NEBEKER
GIFFORD W. PRICE, Utah State Bar No. 2647
Suite 800 - Kennecott Building
Salt Lake City, Utah 84133
Telephone: (801) 530-7300
Attorneys for Third-Party Defendant, Key Airlines
IN THE THIRD JUDICIAL DISTRICT COURT OF SALT LAKE COUNTY
STATE OF UTAH
* * * * * * *

PRUDENTIAL CAPITAL GROUP CO.
f/k/a PRUDENTIAL LEASING
COMPANY
Plaintiff,

FINDINGS OF FACT AND
CONCLUSIONS OF LAW

vs.
JOHN E. MATTSON,
Defendant.
JOHN E. MATTSON,
Third-Party Plaintiff,

Civil No. C87 870
(Judge J. Dennis Frederick)

vs.
KEY AIRLINES,
Third-Party Defendant.
* * * * * * *

The above matter came on regularly for trial before the
Court on September 6 and 7, 1988. Marlon L. Bates of Morgan,

«Pi

% Wi

Scalley & Reading appeared on behalf of the plaintiff,
Prudential Capital Group Co., f/k/a Prudential Leasing Company;
Denver Snuffer, Jr. of Maddox & Snuffer, appeared on behalf of
the defendant and third-party plaintiff, John E. Mattson; and
Gifford W. Price of Callister, Duncan & Nebeker appeared on
behalf of third-party defendant, Key Airlines.

The Court,

having before it the record, including the pleadings, having
received testimony of witnesses and exhibits, hereby enters its
Findings of Fact and Conclusions of Law:

FINDINGS OF FACT

1.

Plaintiff is a corporation authorized to transact

business within the State of Utah.

2.

Defendant is an individual residing in the State of

Utah.

3.

Defendant received counsel on the terms of that

certain Lease Agreement with plaintiff which was identified at
trial as Exhibit 3 (hereinafter the "Lease") from an attorney
and a certified public accountant and understood the terms and
conditions contained therein.
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4.

On October 17, 1984, defendant signed the Lease and

intended to be bound by its terms.

5.

On October 19, 1984, plaintiff signed the Lease and

intended to be bound by its terms.

6.

Defendant made monthly Lease payments in the amount of

Eleven Thousand Four Hundred Fifty-eight and 40/100 Dollars
($11,458.40) to plaintiff through October 20, 1986.

7.

Defendant has made no monthly Lease payment to

plaintiff since October 20, 1986.

8.

Defendant did not stop making monthly Lease payments

because of anything plaintiff did or failed to do.

9.

Plaintiff paid the sum of Nine Thousand Six Hundred

Fifty-eight and 46/100 Dollars ($9,658.46) for 1985 property
taxes assessed against the aircraft leased under the Lease.

10.

Plaintiff paid the sum of Nine Thousand Five Hundred

Forty-two and 02/100 Dollars ($9,542.02) for 1986 property
taxes assessed against the aircraft leased under the Lease.
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11.

Defendant has not reimbursed plaintiff for the 1985

and 1986 property taxes described in paragraphs 9 and 10 above.

12.

Defendant paid plaintiff Thirty-four Thousand and

no/100 Dollars ($34,000.00) as a security deposit on the Lease.

13.

Defendant assisted plaintiff in the sale of the

aircraft leased under the Lease.

In January of 1987, the

aircraft was sold for Two Hundred Fifty-nine Thousand Seven
Hundred Seventy-two and no/100 Dollars ($259,772.00), which sum
was received by plaintiff.

14.

On February 20, 1987, plaintiff terminated said Lease

and accelerated all monthly payments due thereunder.

15.

On or about September 19, 1984, John E. Mattson

executed a "Retail Purchase Order" with Key Airlines relative
to a Cessna 421C (Golden Eagle III) aircraft.

Among other

things, said Retail Purchase Order provided for only two
contingencies, i.e., "acceptable financing" and "acceptable 27
mo leaseback with Key".

16.

With respect to said Retail Purchase Order executed on

lor about September 19, 1984, Mr. Mattson also made a $10,000.00
refundable deposit with Key Airlines by way of personal check.
No other payment was made to Key Airlines with respect to the
Cessna 421C aircraft prior to the execution of the Aircraft
Lease between John E. Mattson and Key Airlines on or about
October 17, 1984, (Exhibit 30) (hereinafter -Sublease-).*

17.

A -Proposal and Cash Flow Analysis on N2724L- typed on

Key Airlines stationery and a -Capital Recovery Guide- from Key
Airlines, which information was received by Mr. Mattson prior
to his execution of the Sublease, refers to a 27 month aircraft
lease.

18.

The principal motivation of Mr. Mattson in entering

into the Cessna 421C aircraft transaction involving Key
Airlines was to shelter from taxes a projected large income.
Along this line, Mr. Mattson wanted to qualify for the
investment tax credit with respect to the Cessna 421C aircraft
along with the right to depreciate the aircraft.

19.

In order for Mr. Mattson as a non-corporate lessor to

legally claim the investment tax credit, among other things,
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!the Sublease together with any alleged renewal or extension
thereof had to be less than half the depreciable life of the
aircraft, which depreciable life for the aircraft for tax
purposes was five years. Mr. Mattson's own Certified Public
Accountant, Ted H. Pierce# with whom he consulted with respect
to the aircraft transaction involving Key Airlines, advised Mr.
Mattson of the requirements necessary for Mr. Mattson to
legally claim the investment tax credit as a non-corporate
lessor, including the aforesaid limitation with respect to the
length of the lease term.

The ITC requirements were explained

to Mr. Mattson by Mr. Pierce prior to Mr. Mattson's execution
of the Sublease.

20.

A letter dated October 3# 1984, from Mr. N. Keith

Nickels to John E. Mattson does not contain specific terms or
provisions with respect to any new or renewed lease or the
obtaining of another aircraft, and with respect to any
extension of the original Sublease term, the said letter at
best only provides for "renegotiation".

21.

Although Mr. Mattson's attorney advised him not to

execute a lease with Key Airlines where the length of the lease
obligation from Key Airlines to Mr. Mattson was shorter in
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duration than Mr. Mattson's obligation to Prudential Leasing
Company on Mr. Mattson's Lease with Prudential, Mr. Mattson did
not heed the advice of his attorney.

22.

The Court is not persuaded that the hand-written

language at the bottom of page 4 of Exhibit 29 is referring to
any renewal or extension of the basic term of the Sublease,
particularly in light of the language which states "for the
duration of this Lease" which reference to "Lease" appears to
apply to the Sublease.

23.

On or about October 17, 1984, in Montana, John E.

Mattson executed the Sublease involving Key Airlines relative
to the Cessna 421C aircraft.

The Sublease, including the

integration clause and the length of the term of the said lease
of the Cessna aircraft by Key Airlines therein, is clear and
unambiguous.

The only change or amendment which affected the

relationship between Key Airlines and Mr. Mattson pertained to
property taxes as set forth in paragraph 24 of these Findings
of Fact.

24.

The Sublease was to end on January 1, 1987.

At or about the time of the execution of the Sublease,

the only clarification of the Sublease insisted upon by Mr.

Mattson pertained to Key Airlines* payment of the property
taxes with respect to the Cessna 421C aircraft.

A writing with

respect to this clarification was executed by Mr. Mattson and
Mr. Nickels in Montana, as set forth in Exhibit 13. At the
time of the execution of the Sublease, Mr. Mattson also
executed in Montana an ••Assignment of Lease Rentals" in favor
of Prudential Leasing Company, which assignment covered the
rentals to be received by Mr. Mattson from Key Airlines under
the Sublease and said assignment states •'which lease [referring
to the Sublease] provides for a rental period of 25 months
M

. . . .

25.

After his return from Montana, Mr. Mattson made out a

check dated October 19, 1984, payable to Prudential Leasing
Company in the amount of $45,458.40, which check represented a
security deposit and first payment.

26.

After the arrangements were made for the payment of

the security deposit and the first payment, Mr. Mattson had no
other material discussion concerning the Sublease until spring
or summer of 1985, when he met with Mr. N.

Keith Nickels after

Mr. Nickels had been terminated by Key Airlines, in which
discussion Mr. Mattson was told by Mr. Nickels that there

likely wouldn't be a re-lease of the Cessna 421C aircraft by
Key Airlines and Mr. Nickels suggested that Mr. Mattson
consider what to do with the aircraft.

Throughout 1985/ there

was no written demand made by or on behalf of Mr. Mattson to
Key Airlines for any modification of the Sublease nor was any
written demand made on Key Airlines by Mr. Mattson relative to
the renewal or extension of the Sublease during said time
period.

27.

A letter was provided to Key Airlines by Mr. Mattson

dated January 27, 1986, wherein, among other things, Mr.
Mattson sought to correct a typographical error on the first
page in the term of the Sublease, £fi wit, that the term ended
January 1, 1987, and not January 1, 1986, but yet the said
letter made no mention of any kind whatsoever about the
Sublease term going beyond 27 months or about any renewal or
extension thereof.

28.

A complaint dated July 30, 1986, in the Third Judicial

District Court of Salt Lake County, State of Utah, showing
John E. Mattson d/b/a John Mattson & Company as the plaintiff
and Key Airlines Incorporated as the defendant makes no mention
of a renewal or a releasing of the Cessna aircraft by Key
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Airlines. A letter written on behalf of Mr. Mattson by legal
counsel dated July 31, 1986, which makes a certain demand
relative to property taxes as related to the Cessna 421C
aircraft makes no mention of any releasing or renewal by Key
Airlines of the Cessna 421C aircraft.

29.

During the summer or fall of 1986, Mr. Mattson

undertook certain activity relative to the sale or lease of the
Cessna 421C aircraft, other than to or with Key Airlines, with
there being no evidence that Key Airlines was informed at the
time of such activity by Mr. Mattson.

30.

The first written statement to Key Airlines on behalf

of Mr. Mattson with respect to any renewal or releasing of the
Cessna 421C aircraft by Key Airlines was not made until
October, 1986, approximately two years after Mr. Mattson
executed the Sublease.

31.

In Mr. Mattson's 1984 federal income tax return, a

schedule was included setting forth the basis for the
investment tax credit relative to the Cessna 421C aircraft
thereby documenting it for carry forward purposes.

The 1986

federal income tax return of Mr. Mattson also makes reference
to the ITC relative to the Cessna 421C aircraft.
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32.

The actions and conduct of Mr. John E. Mattson are

inconsistent with his claims made against Key Airlines in this
action and thus are not persuasive.

33.

Key did agree to modify its agreement with Mr. Mattson

only to the extent to reflect Key's responsibility for the
property taxes relative to the Cessna 421C aircraft, as opposed
to that being the responsibility of Mr. Mattson, which property
taxes in accordance with Exhibit 8 in these proceedings amount
to $19,200.98.

34.

There was no binding agreement for Key Airlines to

re-lease the Cessna aircraft or renew the Sublease beyond the
term ending on January 1, 1987.

35.

No collusion existed between Key Airlines and

Prudential Leasing Company relative to Mr. Mattson being a
"strawman" or with respect to any purported fraud or
misrepresentation.

36.

The Court is not persuaded that any fraud or

misrepresentation existed as between Key Airlines and Mr.
Mattson relative to the Cessna 421C transaction.
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CONCLUSIONS OF LAW

1.

This court has general and in personam jurisdiction

over the parties.

2.

Venue in this Court is proper.

3.

The Lease between plaintiff and defendant which .was

identified at trial as Exhibit 3 is valid and binding according
to its terms.

4.

The Lease contains a clear and unambiguous integration

clause which is fully enforceable to prohibit parol evidence
from modifying or altering the terms of said Lease as provided
for in Titles 70A-2-209(2) and 25-5-4(1) of the Utah Code.

5.

The Lease required defendant to make 82 monthly rental

payments of Eleven Thousand Four Hundred Fifty-eight and 40/100
Dollars ($11,458.40) per month plus one payment of Three
Hundred Forty Thousand and no/100 Dollars ($340,000.00).

6.

The Lease required defendant to pay all property taxes

associated with the Lease, reasonable attorneys fees and court

- 12 -

[costs incurred in connection with a breach of the Lease# late
fees on rental payments more than five days late and interest
I at the rate of twenty-four percent (24%) per annum on all
unpaid monthly rental payments.

7.

The Lease was materially breached by defendant when

defendant stopped making the monthly Lease payments and did not
reimburse plaintiff for 1985 and 1986 property taxes.

8.

The Lease was properly terminated and the monthly

Lease payments were properly accelerated by plaintiff on
February 20, 1987.

9.

Plaintiff is entitled to a judgment against defendant

in the amount of Nine Hundred Seventy-nine Thousand Six Hundred
Two and 74/100 Dollars ($979,602.74) representing the amount
prayed for by plaintiff in that certain Itemization of Damages
which was admitted in evidence at trial as Exhibit 8, less the
1985 and 1986 property taxes paid for by plaintiff.

The

above-described judgment represents the damages resulting from
defendant's breach of the Lease as prescribed by the terms of
the Lease and is itemized as follows:

- 13 -

Unmade Lease Payments (58 months @ $11,458.40)
Guaranteed Residual
Late charges
Attorney's Fees
Court Costs
Interest on Unmade Lease Payments:
(Feb. 20, 1987 to Sept. 5, 1988
564 days § 24% interest as
provided for in 1[ 17 of said Lease)
($664,587.20 x 24% + 365 x 564 days)
Total Gross Damages

$664,587.20
340,000.00
5,156.10
17,079.00
90.75

246.461.69
$1,273,374.74

Less Sale of Aircraft
Less Security Deposit

-259,772.00
- 34,000.00

Total Net Damages

10.

$979,602.74

Plaintiff is entitled to an order of this Court

requiring the third-party defendant to pay directly to
plaintiff the sum of Nineteen Thousand Two Hundred and 48/100
Dollars ($19,200.48) representing the property taxes paid by
plaintiff in 1985 and 1986.

11.

There is no evidence of any collusion between

plaintiff and third-party defendant.

12.

The Sublease between Key Airlines and John E. Mattson

(Exhibit 30) is clear and unambiguous, and integrated, and
controls the relationship between Key Airlines and John E.
Mattson.

- 14 -

13.

The integration clause of the Sublease is clear and

unambiguous.

14.

The only change or amendment which affected the

relationship between Key Airlines and Mr. Mattson referred to
in paragraphs 12 and 13 of these Conclusions of Law pertained
only to the subject of property taxes relative to the Cessna
421C aircraft/ with Key Airlines having responsibility for said
property taxes.

15.

The statute of frauds, Utah Code Ann. § 25-5-4(1)# is

applicable to matters between Key Airlines and Mr. Mattson,
including but not necessarily limited to, any such with respect
to indemnity, Sublease extension, renewal or any matter
extending the Sublease beyond the term of the Sublease which
Sublease term ended on January 1, 1987.

16.

Defendant and third-party plaintiff, John E. Mattson,

did not sustain his burden with respect to his claims as
against Key Airlines, whether based on indemnity or otherwise,
under either the standard of clear and convincing evidence or
preponderance of the evidence.

The burden of third-party

plaintiff was not sustained even though the Court allowed much

- 15 -

[ parol evidence to be received, including such pertaining to the
| Sublease, its execution and integration.

The only exception to

the foregoing in this paragraph 16 is the matter of property
taxes as referred to in paragraph 14 of these Conclusions of
Law.

17.

Defendant and third-party plaintiff John E. Mattson

has no claim for relief or cause of action by way of his
third-party complaint as against Key Airlines so as to entitle
Mr. Mattson to any relief with the sole exception of the
payment of property taxes relative to the Cessna 421C aircraft
as set forth in paragraph 14 of these Conclusions of Law.

DATED:

September

, 1988.

BY THE COURT:

J. DENNIS FREDERICK
District Court Judge

APPROVED AS TO FORM:

DENVER SNUFFER, JR.
Attorney for John E. Mattson
6986P
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October 3, 1984

John E. Mattson
232 W. 510 So.
American Fork. Utah

RE:

Cessna *2l %

34003

N272*f.

Dear Mr. Mattson:

This is to confirm that at the end of this lease we will renegotiate
a new lease on this aircraft or roll it into a new aircraft and lease.
I have certainly enjoyed doing business with you and look forward
to working with you again.
Sincerely.
*'•/ i

N. Keith Nickels
CESSNA Sales
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Sail LOkO City inleinol.onol Alport

PO BoiAMF 22065
Soil L » e City, won 84122
(601) t39?805/WATS (600) 453-5760
teei 366311

PROPOSAL AND CASH FLOW ANALYSIS ON

N2724L:

\t*~
1983
1984
1985

+
+
•

$69,923
$53,544
$43,805

+ $167,272

3 year cash flow after down payment

-

5%

34,050

• $133,222

deficiency

Positive Cash Flow

At the end of Lease Key Airlines will allow a 75% trade allowance on a new
aircraft of equal type or better at the end of 27 months or $510,750 trade
allowance.
Purchase and Leaseback H2724L to Key Airlines for the Charter Department.

DEFENDANT'S
EXHIBIT
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iXGfciniKLINtd
to i ls»c G?y m#einot.oncl Alport •
FO to«AMf 22065
Souc«e Or/. Won 84122
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CAPITAL RECOVERY GUIDE

***USE THIS AS A CUIDE, BUT CONFIRM THIS ANALYSIS KITH YOUR TAX CONSULTANT"*
iNSTnuarioNS

Just Ult in the column at the right o! the page. For an expiar.aicn
of methods used, or meaning of terms, see Explanatory /.'ores.

Line I:
Une2:

Cost of New Airplane.
Depreciation O/er 5 Years.
t.t-Jipiy Line J by 95% under ACRSRu'es.
Trade-in Value After 5 Years.
Jhs factor reQjires that you look into the future to see what yzur
a rzraft witi oe worm. Your CESSNA Sa'esr.an can help you erate rr.me reaszna^e trade-in vaLe. taiedcn hs >m;;ledge ofycur
a .-craft
H,s:oncatca:airzmsjcnszurcesasp'j^sr.edz!ttc:a!p:ice
gjces of the A:rcrat; Dealers Service Assn r.ay also te of assist*
ance. These ha/e sho:;n mat CESSNA Products consistently
retain more value.

Un-2 3:

5 YEAf! CASH ntCOVtlXf

Lir.e*:

S

681,000

S

646,950
429,030

f nOM TAX SAVINGS. ETC.

hvestment Tax Creditor 5 Years (Line 1 x )09\y

S

323,475

7= < Sa :rgs on Dez-ez at zn (L~,e 2 / ;/?:,.' ::c::•/ S )
* . - _ t ,,..

68,100

429,030

->i

irio

T'ize-:n Va'ue A'ter 5 Yea*z 0

L'.*7:

TOTAL COST RECOVERED (Add Ur.es -# - 5 - C)

S

820,605

Line 3:

Orig'nei Cost of Airplane (Ur.e Jfgure)

S

681,000

Li^e9:

Cost Rezcered (Line 7 figure)

Line 10:

t.'ET COST. 5 Years (Svb'.tact Lir.s 9 from Line 8J

S+ 139,605

Lir.s 11;

t.'ET COST perYEAR (Line 10 - 5)

S+

27,921

Ur.s 12:

t.'ET COST per I.IO.'ITH (Line 11 - 12)

S+

2,327

820,605

LOti A.v zz-2z*tcrznz a t ?# £.#ces c:-.:jrtes *n .vs fc:*.** a*e s-t S:J :o
c*:r;e A . : T * : / i c : : e fr* . :.'.'n szz.t r j / re'p >:.• C : : T J - 5 >:.r r.e: ':;•;:a;
r . esr-•:*:.•. rise £ en c.\r*: 3: :n .'jrrrs .'C S*S re 53 4.;*. a*3 r f ;*.•::-*• :J«
53.^3 n . i / . i a 7.*.$ a r c v / y ? 2 iz'm ;s re: *r.:*r.2i; as u« a r . :*. j - r » : *s

?i'2»*2 r*c «.*• i •*"*•«"*.* rs* **,%r*

UI\L_II NL-O
AIRCRAFT CASH FLOW AND TAX ANALYSTS
Year and Model

1982

for year

Cf&f) .

1984

mmmmmmmmmmtm

NEW X

421 G.E

Sj>81^000

Sales Price U n c i . Sales Tax)
6

Useful Life
JO

Years to Finance

Year*
Years

/||A4,teAW»-

TAX ANALYSIS
Revenue (Est. Hrs.

USED

3 |AC x Lease Rate $

11,068.00

S

97.042.00

33,204.00

EXPENSES:
Depreciation (DDB/SYD/DB)
Interest

16,500.00

Insurance

-0-

Maintenance

ffi

4,500.00
$

118,042.00

Taxable Loss from Lease Operations

(

33,042.00

)

Tax Rate (Federal and State)

(

85,000.00

)

Less Revenue

__

50

X
Tax Savings - Lease Operations

42,500.00

Tax Savings - Investment Tax Credit

61,635.00
104,135.00

TOTAL TAX SAVINCS
CASH FLOV ANALYSIS
Revenue

S

33,042.00

TOTAL TAX SAVINCS

$

104,135.00

Cash In-Flow

$

137,177.00

Tic-Downs

S

567.254.00

N'iT CASH IN-FLOU*

S

69.923.00

EvPEr.-DlTfRES
Dovn Pavr.cn t
Monthly Payr.cn t s
Itssuranco

4,500.00

Maintenance

IS-

THIS AS A Cl'IDE - HUT CONFIRM T!!IS ANALYSIS V.'IT!! YOl'R TAX CONSULTANT

Sail Lake International Airport
801-539-2805 • WATS 600-453-5760 • P O Box AMF 22065 • Salt Lake City. Utah 84122

I xi_S^V

111 X U . I 1

AIRCRAFT CASH FLOW AND TAX ANALYSTS
Year and Model

1982

XL_V^

for year

85

421 C.E.

USED

NEW
$

Sales Price ( i n c l . Sales Tax)
Useful Life

Years

Years to Finance

Years

TAX ANALYSIS
Revenue ( E s t . Hrs. 12

fljg

x Lease Rate $

11,068

S

132,816

EXPENSES:
Depreciation (DDB/SYD/DB)

S

Interest

142,989.00
66.000

Insurance

_____

Maintenance

___

Less Revenue

___

18,000

$

225,989.000

Taxable Loss from Lease Operations

(

132,816.00

)

Tax Rate (Federal and State)

(

94,173.00

)

X

50

s

Tax Savings - Lease Operations

47,087.00
6,465.00

Tax Savings - Invcstncnt Tax Credit
$

53,552.00

Revenue

S

132,816.00

TOTAL TAX SAVINCS

$

53,552.00

Cash In-Flow

S

186,360.00

Tie-Downs

$

132,816,00

NET CASH IN-FLOU'

S»

53.544.00

TOTAL TAX SAVINCS
CASH FLOIC ANALYSIS

EXPENDITURES
Down Fayr.ent
>V»nchly Pnyr.cn t s
Insurance

-0114,,816 .00

18,000,.00

Maintenance

Viz THIS AS A Cl'IDE - BIT CONFIRM THIS ANALYSIS WIT!! YOrR TAX CONSULTANT

Sail Lake International Airport
801-539-2805 • WATS 800-453-5780 • P.O Bo* AMF 22065 • Salt Lake City. Utah 64122
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AIRCRAFT CASH FLOW AND TAX ANALYSIS
•••

'

III

••

•

'

Year and Model

'

"I

•

1982

for year

• •

421

NEW X

G.E.

USED

$

Sales Price ( i n c l . Sales Tax)
Useful l i f e

Years

Years to Finance

Years

TAX ANALYSIS
Revenue (Est. Hrs.

^

x l e a s e Rate $__ 11068

S 132,816.00

EXPENSES:
Depreciation (DDB/SYD/DB)

$ 136,426.00

Interest

66,000

Insurance

18,000

Maintenance

_________

Less Revenue

_______

S 220,426.00

Taxable Loss from Lease Operations

( 132,,816 .00

Tax Rate (Federal and State)

(

87, ,610 .00

X

_50

S 43, ,805 .00

Tax Savings - Lease Operations

-0-

Tax Savings - Invcstncnt Tax Credit

$ 43, ,805 .00

TOTAL TAX SAVINCS
CASH FLOU' ANALYSIS
Revenue

S132.816.00

TOTAL TAX SAVINCS

S 43,805.00

Cash In-Flow

S176.627.00

EXPENDITCRES
Dovn Pavr.cn C

$-0-

>%>nthly Payr.cnts

144, ,816. 00

Insurance

-0-

*!a:ntenance
TJo-Downs
.NET CASH IN-FLO;;

18, ,000

s 132, ,816.
s+ 43, ,305

t*5S THIS AS A CHDE - iUT CONrlR!! T!!!S ANALYSIS V.'ITI! YOl'R TAX CONSULTANT

Salt Lake International Airport
801-539-2805 • WATS 800-453-5780 • P O Bo* AMF 22065 • Salt Lake City. Utah 84122
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1

the strength of Mr. Mattson's financials that he be

2

permitted to lease an aircraft of that value?

3

MR. BATES:

I object to that question.

4

was based on the financial.

5

"on the financials."

6

Q.

(BY MR. MADDOX)

The question

I don't know what you mean

The financial statement that

7

you have just seen listed in Exhibit 2 and Exhibit 1, the

8

two tax returns.

9

A.

I think I want to point out here that these were

10

not at all the sole criteria on which our underwriting was

11

done; I think there are several other pieces of

12

information which would have comprised the file which

13

would have had great and material effect in the overall

14

underwriting decision.

15

whether or not based on what I think is partial

16

information that a certain decision would have been

17

recommended or not.

18

Q.

So it's unfair for me to say

I appreciate that.

What I'm trying to get to

19

here, though, is what effect those other factors may have

20

had in the decision.

21

for me to find out whether you feel, based just on that

22

information, if Mr. Mattson had come in and wanted to

23

lease an aircraft, whether you would have thought he would

24

have been a good risk and would have been worth your time

25

and effort.

And so that's why it is important

20
1

A^

That's a difficult question to answer, because,

2

for example, in 1983, Mr. Mattson shows an adjusted gross

3

income of 3 80 thousand, roughly, dollars.

4

$680,000 asset, and all or a portion of his adjusted gross

5

income from the prior year was put in the form of a down

6

payment or some other extraneous circumstance, that all

7

has a factor, if you're saying based on what I see here,

8

if I am the underwriter which again I am not.

9
10

Q.

If there were a

I understand that.

I A. yif I would approve a lease for him based on just

11

that strength alone, and that information alone, give him

12

a $681,000 loan, I would say chances are that I would not.

13

However, again, in an asset-based transaction,

14

there are other considerations.

15

that there is also an aircraft here which we're assuming

16

has a value of $681,000, so

17

/QJ

18

\**)

19

{**)

One, in being the fact

—

How long would a lease like this be, normally?
* woulc*
An(

^ *f

sa

Y

7

to

you were

12

years, generally.

only using Mr. Mattson's

20

capability to pay for the aircraft in 1982, for example,

21

you indicated, it showed around 24,000 was his adjusted

22

gross income?

23
24
25

/A.) Yes.
f^*)

w

hi c k would make it obviously impossible for him

to have made the cash payments?

4 J.

1

I A. JI think it's an obvi<ous answer to your question

2

at thaiT point, that, no, $24,000 will not service the

3

lease payments on a $681,000 asset.

4

Q.) Was that kind of fluctuation between his '82 and

5
6

K.J

Certainly that's a red flag to any underwriter,

7
8
9

Q*/ So that the point I was driving at, it may be an
obvious point but I do need to answer the obvious,

10

sometimes, there would have to be some other mechanism or

11

assurance of a steadier cash flow before you would want to

12

lease an aircraft to Mr. Mattson, based on his two-year

13

tax returns and his financial statement?

14

KJ

I have to object a little bit with that.

A

15

steady cash flow is not that important.

16

cash flow was $3 million, we don't care really how steady

17

possibly it might have been.

18

overall, and not necessarily stability.

19

If the third year

It's a matter of capacity

So clearly, I think what you're driving at,

20

however, is the fact that there is a great degree of

21

instability.

22

likelihood is that Mr. Mattson would not, on a sustained

23

basis for 7 to 12 years, be able to make the lease

24

payments on the aircraft based on past performance.

25

I think I could agree with, yes.

Based on the degree of instability, the

That

fa&rft-Ttf-Q,.
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.NVOICE

V J Prudential Leasing Company
P.O. BOX 15500 - SALT LAKE CITY, UTAH 64115

NOTE W
FOR PROPER CREDIT TO YOUR
ACCOUNT PLEASE RETURN REMITTANCE COPY OF INVOICE
WITH YOUR PAYMENT.
[-CUSTOMER'NO..

ism

pending

John E. Matteon

MO.'

DAY YR. I

10/17/84

I

LATE CHG COLL ON

A 5% LATE CHARGE W I U BE ASSESSED WHEN ACCOUNT
IS ft PAYS PAST QUE.

pighATi'•»<•' -i CONTRACT N0.7JV ^ ^ ^ ^ ^ r e ^ D E S C T l f ^ O l ^ ^ S A H ^ H : . / . . ^ ^ S&MMtmiHrhWV.-S
:

10/17/84

Commitment : e e

11,458.40

5Z Security D e p o s i t

34,000.00

PAST DUE
Kg.™ CURRENT

'

•;'<*•

^-aiTO-eoDAYsv^

^MreM^fsmEl 22Zm*mi£M

PAY
THIS AMOUNT

1

45,458.40
PLC 1040 1-S4

MORGAN, SCALLEY & READING
MARLON L. BATES, Utah State Bar No. 4794
261 East 300 South
Salt Lake City, Utah 84111
Telephone: (801) 531-7870
Attorneys for Plaintiff
CALLISTER, DUNCAN & NEBEKER
GIFFORD W. PRICE, Utah State Bar No. 2647
Suite 800 - Kennecott Building
Salt Lake City, Utah 84133
Telephone: (801) 530-7300
Attorneys for Third-Party Defendant, Key Airlines
IN THE THIRD JUDICIAL DISTRICT COURT OF SALT LAKE COUNTY
STATE OF UTAH
* * * * * * *

PRUDENTIAL CAPITAL GROUP CO.
f/k/a PRUDENTIAL LEASING
COMPANY
Plaintiff,

JUDGMENT

vs.
JOHN E. MATTSON,
Defendant.
JOHN E. MATTSON,
Third-Party Plaintiff,
vs.

Civil No. C87 870
(Judge J. Dennis Frederick)

KEY AIRLINES,
Third-Party Defendant.
* * * * * * *

The above matter came on regularly for trial before the
Court on September 6 and 7, 1988. Marlon L. Bates of Morgan,

-~n H Q teoS

Scalley & Reading appeared on behalf of the plaintiff,
Prudential Capital Group Co., f/k/a Prudential Leasing Company;
Denver Snuffer, Jr. of Maddox & Snuffer, appeared on behalf of
the defendant and third-party plaintiff, John E. Mattson; and
Gifford W. Price of Callister, Duncan & Nebeker appeared on
behalf of third-party defendant, Key Airlines.

The Court,

having before it the record, including the pleadings, having
received testimony of witnesses and exhibits, and based upon
its Findings of Fact and Conclusions of Law of even date
herewith and for good cause appearing, hereby

ORDERS, ADJUDGES AND DECREES that:

1.

Prudential Capital Group Co., f/k/a Prudential Leasing

Company, is awarded judgment against the defendant John E.
Mattson of $715,970.80, plus pre-judgment interest of
$246,461.69, plus attorney's fees of $17,079.00, plus costs of
$90.75 (a total of $979,602.24).

2.

The counterclaim of John E. Mattson against the

plaintiff, Prudential Capital Group Co., f/k/a Prudential
Leasing Company, is hereby dismissed, with prejudice, there
being no claim for relief.

- 2 -

3.

The third-party complaint of John E. Mattson against

third-party defendant, Key Airlines, is hereby dismissed with
prejudice, there being no claim for relief, with the sole
exception that Key Airlines is hereby ordered to pay Prudential
Capital Group Co., f/k/a Prudential Leasing Company, the sum of
$19,200.98 as a reimbursement of property taxes relative to the
Cessna 421C aircraft.

DATED:

September

, 1988.

BY THE COURT:

J. DENNIS FREDERICK
District Court Judge
APPROVED AS TO FORM:

DENVER SNUFFER, JR.
Attorney for John E. Mattson
6992P
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LEASc OF PERSONAL PROPERTV

Prudential
Leasing
Company

LESSOR

100286-157

PRUDENTIAL LEASING COMPANY
(
P.O. Box 15500
155 East 3300 South
Salt Lake City, Utah 84115

a* afflMaca of
Prudential Financial
Service* Corporotton

John E- Mattson
36 South State Street
^

r^„r

Calf T^We Citv

Eowomorw Locator _

Suite 1200

84111

Utah

Salt Lake

Salt Lake Executive Airport

2 DESCRIPTION Tr« property «

m

NEW 1982 Cessna Golden Eagle 421C - I I I N2724L, as more h i l l y described in the
atrarhgd Schedule A of one (1) page which by reference to i s made a part hereof.

) m m Thmiwutmtwwfci

mmm

84

October 20

20th

September

91

4 MMTai* Fei t » •»*» ei any el

s

1,291.047,20

--^t 11.458.40

~~ 82 eoual monthly payments in the amount of gll»OB.»u eacn "
Commencing November 20,1984 and payable on the 20th day of each month thereafter
with a final payment of $340,000.00 due September 20. 1991.
n
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This Schedule A Is attached to and forms a part of the lease dated £ _
between _ _ - J 2 ! l l l l i ! ^
as Lessee(s), and PRUDENTIAL LEASING COMPANY, as Lessor.
DESCRIPTION OF LEASED EQUIPMENT
1

New Cessna 421 Model 421C-1237 Golden Eagle Aircraft, Registration // N2724L
including:
425 Passenger seats
F l i t e Fone 3
KNOWN ICING
Refresment Center with stereo
Left-hand wing locker fuel
Regency Carpet
Color Radar
Fire detection and extinguishing system
Toilet with divider
Fasten Seat Belts/No Smoking Signs
800 BIFSC (Auto Pilot)
Dual 800 Transponders
1000 Series Avionics System TSO'd
Includes:
Dual 1000 Corns (1038A)
Dual 1000 Naus (1048B)
One w/VOR/ILS, one w/YOR/Loc
1000 ADF (1046A)
1000 Glidescope Receiver (1043A)
400 Marker Beacon Receiver (R-402A)
1000 RMI
1000 DME (1077B)
1000 Area Nav (1079A)
800 Encoding Altimeter w/alerting and preselect
Second 1000 Glidescope receiver with 2nd VOR/ILS Indicator
AA-100 Radio Altimeter
RDR-160 Radar
Air conditioner, cabin

j

PRUDENTIAL LE^SMG COMPANY

LESSEE(S):

By: £i*j{[ < f f f i ^ ^

J o h n E ^flatt son

WV^^y^ST

Larry R. Stevens, President

__

Date: October 19, 1984
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